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have required that any properties in which
they invest must meet the standards set forth
in the TAMs.

It is important to note that the Treasury De-
partment agreed that this was an issue worthy
of review and placed it on this year's Treasury
Department/Internal Revenue Service busi-
ness plan. | understand that there may be
some guidance in the pipeline on one of the
items addressed by the TAMs, but there does
not seem to be much progress on a full review
of the impact of the positions taken in the
TAMs on the policy goals of the low-income
housing tax credit program.

It is important to understand that this legisla-
tion will not increase the number of low-in-
come housing tax credits available. The max-
imum amount of credits that states may allo-
cate to developers of affordable housing prop-
erties is set by the Internal Revenue Code.
Thanks to legislation that we enacted last
year, that amount available to each state will
increase next year to $1.75 times the state’s
population. That is a hard cap on the revenue
impact. Since the unmet demand for afford-
able housing is many times greater than what
can be built with the help of the credit, our leg-
islation should not affect revenues. In fact, the
only way for this legislation to have a revenue
impact is if the legislation makes it easier for
the states to use the credits we intend for
them to have under present law.

What this legislation does, however, is very
important. To understand its importance, it
may be useful to have a little background on
how the low-income housing tax credit works.
In economic terms, the credit is equity financ-
ing which replaces a portion of debt that would
otherwise be necessary to finance a property.
By replacing debt, credits work to reduce inter-
est costs. This allows a property to be rented
at lower rates than otherwise would be the
case.

States allocate credits to individual prop-
erties based on criteria provided in the Internal
Revenue Code and additional criteria they es-
tablish to provide affordable housing that
closely matches the needs of the state’s popu-
lation. A state, thus, has a strong incentive not
to allocate more credits to a property than
necessary, because, if it did, it would have
fewer credits to allocate to other properties.

In addition, the amount of credits a state
may allocate to a particular property is limited
by the Internal Revenue Code. The limit is de-
termined as percentage of the basis of a prop-
erty. The basis is, generally speaking, the
costs of constructing a building that is part of
an affordable housing project. The percentage
is 9 percent for a new building that is not oth-
erwise federally subsidized, and 4 percent for
existing buildings and new buildings that re-
ceive other federal subsidies. Thus, the small-
er the basis is, the fewer the credits that may
be allocated.

The problem is that the TAMs take the posi-
tion that certain construction costs should not
be included in basis. The effect of this position
is to make a large number of affordable hous-
ing properties financially infeasible and weak-
en the economics of those that still pass min-
imum underwriting requirements. The loss of
equity would affect most severely properties
that serve the lowest income tenants, provide
higher levels of service or operate in high cost
areas. The reason for this is simply that reduc-
ing the amount of credits does not reduce the
development costs. It merely removes a
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source of financing, forcing either higher rents
or lower quality construction.

In many cases the largest item that would
be excluded from eligible basis under the
TAMs are impact fees. These fees, covering a
wide range of infrastructure improvements in-
cluding, sewer lines, schools, roads, are im-
posed because of the “impact” of construction
of the improvements on the land and would
not be incurred if the land remained undevel-
oped. Certainly, whether or not they are in-
cludible in basis for the purpose of calculating
the amount of tax credit, these costs will be in-
curred and will impact the economics of the
property. This legislation will clarify that these
costs are includible in eligible basis.

Other items that would be severely re-
stricted or excluded from eligible basis under
the interpretations expressed in the TAMs are
site preparation costs, development fees, pro-
fessional fees related to developing the prop-
erty, and construction financing costs. The leg-
islation we are introducing today will clarify
that any cost incurred in preparing a site
which is reasonably related to the develop-
ment of a qualified low income housing prop-
erty, any reasonable fee paid to the developer,
any professional fee relating to an item includ-
ible in basis, and any cost of financing attrib-
utable to construction of the building is includ-
ible in basis for the purpose of calculating the
maximum amount of credit a state may allo-
cate to a low-income housing property.

The intent of these clarifications is simply to
codify common industry practice before the
issuance of the TAMs. Not only will the legis-
lation allow the low-income tax credit program
to provide better quality housing at lower rent-
al rates than would be possible if the positions
taken in the TAMs are followed, but clarifica-
tion will help simplify administration of the
credit by giving both taxpayers and the Inter-
nal Revenue Service a clearer statement of
the standards that apply in calculating credit
amounts.

Our economy is not doing as well as we
thought it was a year ago when | first spoke
about this issue. We are going to need even
more affordable housing than we thought last
year. We should be proud that we increased
the amount of low-income housing tax credits
that will be available to help finance this hous-
ing. What we need to do now is to make sure
that these credits are used as efficiently as
possible to provide housing for those who
need it the most. The legislation we are intro-
ducing today will help achieve that goal.

—
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Mr. PALLONE. Mr. Speaker, | would like to
call to the attention of my colleagues, the
275th Anniversary of the Presbyterian Church
in New Brunswick, New Jersey.

The tradition of this historic and noble
church has lasted the test of time in its service
to its denomination community, state and na-
tion. The church has served Governors, NJ
and U.S. Supreme Court Justices, as well as
many patriots and leaders in our war for inde-
pendence.
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For the past 275 years, New Brunswick
Presbyterian Church has served its community
and its people seven days a week, 365 days
a year. It is being commended today for not
only serving their common interest but also
opening their church up to others through
such programs as meals on wheels campaign
and child development centers.

The church is a landmark in the city of New
Brunswick and is an incredible asset to the
people of its congregation and beyond.

Today | ask my colleagues to congratulate
not only the New Brunswick Presbyterian
Church but also the entire community of New
Brunswick for 275 years of religious service.
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Mr. RADANOVICH. Mr. Speaker, | rise
today to recognize Tony Valtierra for receiving
the President’'s Award presented by the Cen-
tral California Hispanic Chamber of Com-
merce. This award pays tribute to Mr.
Valtierra’s involvement in the Hispanic busi-
ness community. Mr. Valtierra’s active involve-
ment has made him a role model for the mem-
bers of his local community.

Tony Valtierra descends from Mexican par-
ents and grew up in Southern California. At a
young age he met Mr. Herb Goffstein who be-
came his mentor. Due to the close relationship
that developed between them, he followed
Herb in his move to Atlanta, Georgia. Once
there, he worked with Hanes and the Coca-
Cola Company in various Olympic venues dur-
ing the 1996 Olympic Games. From there he
followed Herb back to the Central Valley,
where Herb and Mr. Valtierra started A-Cham-
pion Advertising Specialties and where Tony
fell in love with Fresno and its people. He is
proud to make Fresno his home, as Fresno
has been very good to him.

Mr. Speaker, | rise to recognize Tony
Valtierra for his commitment to improving the
lives of people in the community. | urge my
colleagues to join me in wishing Mr. Valtierra
many more years of continued success.

————

THANKS WOODBINE
HON. RANDY “DUKE” CUNNINGHAM

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES

Friday, November 16, 2001

Mr. CUNNINGHAM. Mr. Speaker, | want to
take a brief moment of our time today to give
my hearty thanks to the people at Woodbine
Rehabilitation and Healthcare Center.

Woodbine is a 307 bed healthcare center,
located near Old Town Alexandria, providing
long and short-term healthcare and a full
range of rehabilitation therapies. It is at
Woodbine where | found myself after my re-
cent knee replacement surgery.

The people of Woodbine cared for me as if
I was a member of the family. | could not have
asked for better care while | was there. | want
to thank Dianne Defusco, the Director of Ad-
missions, and all the people who took their
time to care for me and look after me while |
was there.
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